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This  workbook  is  one  component  of  the  larger  Economic  Renewal  Program  —  a  tool 
kit  for  helping  communities  help  themselves  economically.  Economic  Renewal  (ER) 
workbooks  and  casebooks  are  used  by  community  residents  as  they  examine  their  town’s 
unique  problems  and  assets,  explore  examples  from  hundreds  of  communities,  mobilize 
existing  skills  and  resources,  and  develop  specific  projects  to  renew  the  local  economy. 

This  workbook  can  be  used  independently  or  in  conjunction  with  two  other 
workbooks,  Developing  Economic  Renewal  Projects  and  Organizing  for  Economic 
Renewal  Projects,  to  help  carry  out  projects  to  strengthen  community  economies.  Rocky 
Mountain  Institute  is  also  developing  workbooks  and  casebooks  that  help  identify  and 
evaluate  sustainable  development  opportunites  in  specific  sectors  of  the  local  economy: 
energy,  food  and  agriculture,  housing,  water,  waste  management,  and  health. 

Tested  in  four  communities,  ER’s  self-help  workshop  process  results  in  long-term  im¬ 
provements  that  mean  survival  to  many  towns,  prosperity  to  others.  Rocky  Mountain  In¬ 
stitute  (RMI)  conducts  the  workshop  process  in  communities.  To  make  the  Economic 
Renewal  Program  more  affordable,  Rocky  Mountain  Institute  offers  training  workshops 
to  teach  local  citizens  and  regional  professionals  to  manage  and  coordinate  the  ER  Com¬ 
munity  Workshop  Process.  RMI  also  conducts  ER  seminars  for  community  leaders  and 
for  development  professionals,  and  supplies  speakers  for  conferences  and  seminars. 

Rocky  Mountain  Institute  is  an  independent,  nonprofit  research  and  educational  foun¬ 
dation  located  in  Old  Snowmass,  Colorado.  Its  mission  is  to  foster  the  efficient  and  sus¬ 
tainable  use  of  resources  as  a  path  to  global  security.  RMI’s  primary  concerns  are 
energy,  water,  agriculture,  community  economic  development,  national  security,  and 
their  interconnections.  RMI  seeks  ideas  that  help  people  solve  complex  problems 
through  collective  action,  their  own  common  sense,  and  the  power  of  the  free  market. 

For  more  information  on  the  Economic  Renewal  Program,  or  to  order  publications, 
contact: 

Rocky  Mountain  Institute,  1739  Snowmass  Creek  Road,  Snowmass  CO  81654-9199, 
(303)  927-3851. 


Disclaimer:  We  undertake  to  use  normal  professional  care  in  our  research  and  publications  and  to  verify  our  informa¬ 
tion  from  sources  believed  to  be  reliable.  However,  we  do  not  imply  endorsement  of  any  product,  service,  or  company 
mentioned  in  this  publication.  Anyone  undertaking  to  rely  on  particular  details  contained  herein  should  independently 
verify  their  applicability  to  a  given  situation. 
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Financing  Economic  Renewal  Projects 


Introduction 


This  workbook  explores  different  ways  to 

finance  your  economic  renewal  project  and 
provides  a  step  by  step  process  to  evaluate 
which  funding  mechanisms  best  match  your 
project  needs. 

There  are  three  primary  sections  of  the 
Finance  Workbook.  They  are: 

•  Basic  Principles  of  Project 
Finance 

•Menu  of  Funding  Sources 
•  Selecting  an  Appropriate 
Funding  Mechanism 


The  workbook  describes  6 
basic  funding  mechanisms: 

A.  Loans  and  Equity  Investments 

B.  Grants,  Donations,  and  Other  Gifts 

C.  Municipal  Bonds 

D.  Local  Government  Assessments  and 
Revenues 

E.  Organizational  Mechanisms 

F.  Incentives 


This  workbook  was  developed  to  assist 
people  just  starting  their  first  economic  renewal 
project.  Whether  you  are  a  community  volun¬ 
teer,  newly  elected  municipal  official,  or  a  plan¬ 
ner  for  a  small  town,  this  workbook  will  help  you 
understand  the  range  of  financing  tools  available 
for  your  project  as  well  as  the  pluses  and 
minuses  of  each  tool.  We  have  attempted  to 
define  terms  as  they  first  are  introduced  and  to 
simplify  some  relatively  complex  concepts. 

All  of  this  information  is  presented  as  a  start¬ 
ing  point.  Just  as  there  is  no  one  way  to  finance 


the  purchase  of  a  new  house  or  car,  there  is  no 
one  way  or  right  way  to  generate  the  money 
necessary  to  get  your  projects  off  the  ground. 
Some  of  the  most  interesting  and  successful  com¬ 
munity  projects  are  financed  using  unusual 
methods. 


Using  the  workbook 

There  are  a  number  of  ways  to  use  this 
workbook.  The  workbook  is  the  ninth  workbook 
of  the  Economic  Renewal  Program,  a  program 
to  help  your  community  strengthen  its  economy. 
While  not  as  effective,  this  workbook  can  be 
used  independently.  You  can  use  the  workbook 
as  a  reference  document  for  information  on  a 
specific  financing  tool.  The  workbook  could 
also  be  used  by  a  group  working  their  way 
through  the  funding  process  for  a  specific 
project.  The  information  presented  in  the  first 
two  sections  is  reintroduced  in  the  last  section  in 
workbook  form,  which  allows  users  to  write  in 
responses  to  questions  or  to  copy  these 
materials  for  use  in  a  group  meeting. 

This  workbook  is  not  intended  to  limit  your 
thinking  to  the  methods  presented,  but  to  stimu¬ 
late  your  creativity  in  developing  the  most  useful 
and  efficient  financing  strategy  possible  for  your 
particular  project  needs  and  values. 


ECONOMIC  RENEWAL  PROGRAM 


PAGE  1 


ROCKY  MOUNTAIN  INSTITUTE 


. 

■ 


Basic 

Principles 

of 

Proj  ect 
Finance 


FINANCING  ECONOMIC  RENEWAL 


Basic  Principles  of  Project  Finance 


Whether  you  are  developing  a  financing 

strategy  on  you  own  or  with  the  help  of  a 
professional,  the  following  checklists  will 
prove  helpful.  You  will  find  that  many  of  these 
principles  are  ‘common  sense.’  Although  not 
every  principle  may  apply  to  a  given  project,  a 
review  of  them  will  help  your  thinking  about  how 
to  structure  your  financing.  It  should  give  you 
ideas  of  where  to  look  for  new  sources  of  funds. 


1.  Look  to  See  if  It’s  Been 
_  Done  Before 

Learning  from  other  communities’  experien¬ 
ces  will  give  you  a  tremendous  head-start  in 
choosing  and  successfully  implementing  a  financ¬ 
ing  strategy.  Learn  why  certain  mechanisms  fail 
and  under  what  conditions.  The  Economic 
Renewal  Program  casebooks  give  hundreds  of 
examples  of  projects.  If  your  project  is  similar, 
you  might  want  to  call  someone  who  has  been  in¬ 
volved  in  the  case  study  and  see  if  they  can  be  of 
help  to  you.  Your  state  economic  development 
office  may  also  be  able  to  help  you  find  ex¬ 
amples  which  will  benefit  you. 

One  caution.  Few  "success  stories"  are  direct¬ 
ly  transferable  to  your  particular  situation.  Criti¬ 
cally  review  each  success  story.  Make  sure  you 
understand  what  worked  and  what  didn’t  work. 


□  2.  Organize  For  Success 

The  kind  of  organization  that  you  choose  to 
administer  a  given  project  will  have  a  significant 
impact  upon  the  number  of  funding  options 
available.  Municipal  governments  can  use  dif¬ 
ferent  financial  tools  to  implement  a  project 
than,  for  example,  the  Chamber  of  Commerce. 
Local  governments  have  the  authority  to  tax, 
regulate,  and  provide  services  and  facilities. 
Directly  or  indirectly,  this  contributes  to  a 
project’s  financing.  Private  organizations,  on  the 


other  hand,  rely  on  grants,  the  loaning  of  man¬ 
power,  equipment,  and  facilities,  financial  invest¬ 
ments,  and  business  leadership.  Choosing  the 
appropriate  organizational  structure  depends  on 
many  factors  in  addition  to  financing  and  will  in¬ 
volve  some  trade-offs. 

One  factor  to  consider  is  whether  the  or¬ 
ganization  has  had  experience  implementing  a 
similar  project.  Do  they  have  the  legal  or  techni¬ 
cal  capacity  to  handle  the  project?  For  example, 
if  the  economic  renewal  project  you  wish  to  un¬ 
dertake  involves  zoning  changes  or  infrastruc¬ 
ture  improvements,  the  appropriate 
organization  is  probably  town  government.  They 
deal  with  these  matters  daily.  If,  on  the  other 
hand,  a  number  of  businesses  wish  to  get 
together  to  explore  cooperative  marketing 
strategies  a  nonprofit  development  corporation 
would  be  a  more  appropriate  structure. 
Businessmen  understand  marketing  far  better 
than  most  governments. 
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Regardless  of  the  specific  organizational 
structure,  good  management  and  communica¬ 
tion  are  essential  to  any  successful  project.  Ask 
yourself  the  following  questions: 

•  Is  there  a  well  thought  out  work  program  and 
schedule? 

•  Are  roles  and  commitments  carefully 
defined? 

•  Is  a  progress  reporting  system  in  place? 

•  Who  will  handle  publicity? 

•  Have  you  designated  a  "point  person"  who 
will  take  primary  responsibility  for  coor¬ 
dinating  the  financing  effort? 

These  are  all  critical  to  a  project’s  success. 
The  organization  charged  with  implementing  a 
specific  project  also  needs  to  coordinate  with 
other  community  efforts  to  avoid  working  at 
cross  purposes  with  other  efforts.  If  your  or¬ 
ganization  has  decided  to  take  on  a  particularly 
large  or  costly  project,  you  may  also  wish  to  con¬ 
sider  legal  or  financial  assistance  to  make  sure 
your  organization’s  long  term  interests  are  not 
jeopardized 


3.Plan  For  Sufficient  Funds 


Insufficient  funding  is  a  major  contributor  to 
project  failure.  It  is  extremely  important  to 
think  through  the  needs  of  your  project  and  to 
determine  accurately  your  total  investment. 

Strict  project  management  will  help  you  stay 
within  your  projected  budget.  Related  problems 
include  the  misuse  of  project  funding,  obtaining 
the  wrong  type  of  financing,  and  underestimat¬ 
ing  the  true  cost  of  the  money.  If  there  are  finan¬ 
cial  professionals  in  your  group  or  community, 
ask  if  they  are  willing  to  help  you  estimate  your 
financial  needs  and  set  up  a  process  for  manag¬ 
ing  the  money. 

4.  Match  the  Financing 

_  Mechanisms  to  the  Type  of 

Project 

Financing  mechanisms  are  developed  and 
structured  to  meet  particular  project  needs. 
Certain  financing  tools  work  best  for  some 
projects  but  not  for  others.  For  example,  tax  in¬ 
crement  financing  is  one  type  of  financing 
mechanism  that  requires  projects  to  generate  tax 
revenue.  In  order  to  meet  this  requirement,  most 
tax  increment  projects  are  real  estate  develop¬ 
ment  projects  that  generate  both  property  tax 
and  sales  tax  revenue. 

When  considering  different  financing  sour¬ 
ces,  understand  why  the  source  of  funding  was 
created  and  how  a  project  is  expected  to  per¬ 
form.  For  example: 

•  Was  the  funding  source  created  to  build  in¬ 
frastructure,  finance  a  service,  or  provide 
‘gap’  financing  for  small  businesses? 

•  Is  the  project  expected  to  produce  a  revenue 
stream  or  result  in  25  new  jobs? 

Make  sure  you  compare  the  characteristics  of 
a  potential  financing  tool  with  the  project’s 
financing  needs  and  the  expected  outcome. 
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5.  Identify  a  Permanent 
_  Finance  Plan 

Will  the  financing  tools  selected  work  over 
the  life  of  your  project?  For  instance,  building  a 
house  typically  requires  construction  financing 
as  well  as  permanent  financing,  typically  a  30- 
year  mortgage.  Economic  renewal  projects  re¬ 
quire  the  identification  of  a  permanent  financing 
plan.  In  developing  a  permanent  financing  plan 
ask  the  following  questions: 

•  Have  you  anticipated  future  operating  ex¬ 
penses  and  maintenance  costs? 

•  Has  a  contingency  fund  been  established  to 
cover  unexpected  future  costs? 

•  Have  you  considered  the  true  cost  of  financ¬ 
ing  the  project?  Costs  and  benefits  must  be 
examined  for  the  entire  life  of  the  project, 
not  just  the  current  year. 

•  Is  the  financing  plan  flexible?  Financing 
methods  and  sources  continually  change. 

Your  permanent  financing  plan  should  be 
flexible  enough  to  adapt.  Changes  in  global 
politics,  the  stock  market,  resource  supplies,  and 
scientific  progress  can  alter  the  economic  fac¬ 
tors  which  determine  the  type  of  financing  avail¬ 
able  at  any  given  time.  In  addition  to  fluctuations 
in  the  terms  for  borrowing  money,  the 
availability  of  certain  types  of  investments  shifts 


over  time.  It  will  serve  a  community  well  to 
develop  a  general  understanding  of  the  forces 
that  affect  local  financial  options. 


□  6.  Look  to  Multiple 
Sources  of  Funding 

Financing  any  project  typically  will  require 
more  than  one  funding  source.  Almost  every 
funding  source  is  established  to  meet  a  par¬ 
ticular  need.  It  is  very  unusual  for  a  single  financ¬ 
ing  tool  to  meet  all  project  needs. 

Most  economic  development  projects  also 
have  many  components.  These  components 
often  can  be  best  addressed  with  different  sour¬ 
ces  of  funding. 

Many  programs  have  been  financed  by 
marketing  different  features  of  the  project  to 
separate  financiers  to  piece  together  the  neces¬ 
sary  funds.  Getting  financial  participation  from 
several  individuals  or  entities  has  two  major 
benefits.  First,  if  one  funding  source  falls 
through,  you  haven’t  put  all  your  eggs  in  one  bas¬ 
ket.  Second,  when  a  project  gets  a  financial  "buy 
in"  from  multiple  sources,  it  develops  a  broader 
base  of  community  support. 
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|  [  7.  Leverage  Your  Resources 

Leveraging  occurs  when  money  from  one 
source  is  used  to  generate  money  from  other 
sources.  This  principle  underlies  many  public- 
private  partnerships  and  is  an  essential  strategy 
for  communities  seeking  to  make  the  most  of 
limited  local  resources.  Generally,  the  leverag¬ 
ing  concept  works  better  for  programs  than  in¬ 
dividual  projects. 

To  successfully  leverage  your  resources  you 
first  need  to  understand  what  resources  you 
have  on  hand.  Inventory  your  local  resources. 
Understand  what  money  is  already  available, 
what  type  of  in-kind  support  exists  (e.g.,  donated 
office  space,  supplies)  and  what  type  of  profes¬ 
sional  and  volunteer  assistance  can  be  tapped. 
With  this  information  in  hand,  you  can  look  at 
ways  to  leverage  your  resources. 

Two  types  of  leveraging  concepts  are  match¬ 
ing  funds  and  challenge  grants.  Public  and 
private  grants  will  often  depend  upon  a 
community’s  ability  to  raise  money.  For  ex¬ 
ample,  a  foundation  that  has  a  "matching  grant" 
program  will  provide  an  additional  dollar  for 
every  privately  raised  dollar.  This  requirement 
provides  the  grantor  with  evidence  of  local  com¬ 
mitment  to  the  given  project.  Another  form  of 
‘leveraging’  is  a  challenge  grant.  The  organiza¬ 
tion  sponsoring  a  particular  project  requires  a 


specified  amount  of  financial  participation  by 
others  prior  to  the  investment  of  their  funds.  For 
example,  if  60%  of  the  businesses  in  the 
downtown  district  improve  their  properties,  the 
town  will  undertake  major  street  improvements. 
The  percentage  of  participation  or  "leverage  re¬ 
quirement"  varies  with  challenge  grants. 

□  8.  Separate  Operating  and 

Project  Expenses 

When  preparing  a  budget  for  your  project, 
it’s  important  to  distinguish  between  actual 
project  expenses  (one  time  funding  to  pay  for  an 
event,  cost  of  material,  construction,  or  inven¬ 
tory)  and  operating  expenses  (the  ongoing  costs 
of  supporting  an  organization  or  facility,  i.e., 
staffing,  postage,  and  printing).  Funding  agen¬ 
cies  are  often  interested  in  giving  money  to 
project  expenses  rather  than  operating  expenses. 
There  are  two  primary  reasons  for  this: 

1)  The  results  of  project  investment  are  more 
immediate,  more  visible,  and  more  measurable. 

2)  Projects  which  are  not  self-supporting  are 
not  perceived  to  be  successful  over  the  long 
term. 

Funding  agencies  are  rarely  interested  in 
funding  a  program  that  will  always  be  short  of 
operating  capital. 
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□  9.  Evaluate  the  Downside 

Risk 

What  is  the  liability  in  financing  your 
economic  renewal  project?  The  downside  risk 
of  financing  a  project  is  often  more  than  the 
costs  reflected  in  your  project  budget.  In 
evaluating  the  downside,  consider  such  risks  as: 

•  Will  doing  this  project  now  make  it  harder 
to  do  other  more  important  projects  later? 
•  Will  the  project  lead  to  increased  popula¬ 
tion,  traffic  congestion,  or  major  public  in¬ 
frastructure  improvements? 

•  Will  the  project  cause  environmental 
problems? 

•  Will  other  inconveniences  result  from 
project  construction? 

Once  you  understand  the  downside  risk,  look 
for  opportunities  to  share  that  risk.  For  example, 
if  a  town  government  decides  to  lend  money  to 
help  a  developer  renovate  an  important  historic 
structure,  is  the  developer  willing  to  share  ex¬ 
traordinary  profits  with  the  town  or  provide  a 
public  service  to  the  community  to  compensate 
the  town  for  taking  a  risk? 


10.  Consider  a 
Public-Private  Partnership 


The  time  value  of  money  also  needs  to  be  con¬ 
sidered.  Will  an  investment  today  yield  greater 
value  than  a  different  investment  made  at  some 
future  date?  If  you  invest  in  a  particular 
economic  renewal  project  and  it  fails,  for  what 
are  you  at  risk?  If  you  provide  economic  incen¬ 
tives  to  a  manufacturing  business,  anticipating 
that  the  business  will  be  in  your  community  for 
at  least  10  years,  and  the  business  shuts  down 
after  1  year,  what  have  you  lost?  A  particular 
community  that  decided  to  revitalize  its 
downtown  provides  another  example.  The  im¬ 
provements  were  paid  for  through  a  series  of 
property  assessments  combined  with  state 
grants.  When  properties  in  the  assessment  dis¬ 
trict  were  foreclosed  on,  the  community  had 
trouble  meeting  its  obligations.  This  particular 
community  did  not  evaluate  the  downside  risk 
nor  did  it  understand  how  financial  liabilities 
can  hurt  future  programs.  As  a  result,  the 
municipality  will  have  a  hard  time  issuing  debt 
for  any  new  project  until  it  pays  off  the  debt 
from  its  failed  project. 


Any  activity  undertaken  by  government  and 
business  that  serves  the  interests  of  both  can  be 
considered  a  "partnership."  Some  governments 
have  established  rules  that  require  a  given 
amount  of  private  investment  be  made  before 
public  dollars  can  be  spent .  Partnerships  can 
also  be  formed  to  combine  non-financial  public 
resources  such  as  technical  expertise  or  the 
provision  of  tax-exempt  status,  for  specific 
private  ventures.  For  a  partnership  to  be  suc¬ 
cessful  it  should  meet  the  following  4  point  test: 

1.  Do  the  potential  partners  share  mutual  in¬ 
terests  and  have  similar  objectives? 

2.  Is  each  partner  financing  and  contribut¬ 
ing  to  that  portion  of  the  project  which  it  is  best 
equipped  to  sponsor? 

3.  Has  a  financial  and  economic  feasibility 
analysis  been  completed  to  the  satisfaction  of 
all  partners? 

4.  Have  you  negotiated  a  plan  of  action  that 
accounts  for  the  relative  perspectives  of  each 
partner  (opportunity,  risk,  and  commitment)? 
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FINANCING  ECONOMIC  RENEWAL 


Menu  of  Funding  Sources 

This  section  describes  a  number  of  the  most  popular  financing  tools  for  economic  renewal.  The  fol¬ 
lowing  basic  categories  of  funding  are  analyzed: 


1.  Loans  and  Equity  Investments 

2.  Grants,  Donations,  and  Other  Gifts 

3.  Municipal  Bonds 

4.  Local  Government  Assessments  and  Revenues 

5.  Organizational  Mechanisms 

6.  Incentives 

This  menu  is  by  no  means  complete.  It  is  intended  to  provide  you  with  an  understanding  of  the  great 
variety  of  funding  sources  available. 


1.  Loans  and  Equity  Investments 

Local  Bank  Loans 

Your  local  bank  can  provide  a  variety  of  loans.  A  loan,  sometimes  called  debt  financing,  simply  means 
that  you  borrow  money  with  an  agreement  to  repay  the  loan  over  a  period  of  time  at  a  specified  interest 
rate.  Short  term  loans  are  available  to  companies  needing  to  boost  inventory  or  meet  seasonal  sales  peaks. 
Medium-  and  long-term  loans  are  generally  used  for  business  start-ups,  purchase  of  facilities  and  equip- 
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ment,  construction,  or  working  capital.  Interest  rates  for  a  small  or  new  business  can  be  high,  generally  1 
to  4  points  above  the  prime  lending  rate.  In  addition  to  requiring  some  form  of  collateral,  the  bank  is  likely 
to  request  a  written  business  plan,  a  personal  financial  statement,  a  credit  history,  and  an  investment  of  at 
least  50%  by  the  borrower.  Borrowers  who  have  trouble  meeting  a  bank’s  requirements  can  consider 
using  a  government  guaranteed  loan  or  a  community  revolving  loan  fund. 


Pros 

Cons 

•  Using  local  banks  recirculates  money  in  the 

•  Local  banks  often  do  not  have  the  assets  to 

community  and  builds  local  support. 

make  large  business  loans  or  to  support 

•  Local  banks  are  easily  accessible  and 

marginal  projects. 

generally  are  quick  decision-makers. 

•  New  businesses  may  be  denied  bank  loans 
because  of  their  limited  track  record,  high 
degree  of  debt,  or  large  financing  needs. 

•  The  cost  of  borrowing  funds  from  a  local 
bank  is  often  higher  than  through  subsidized 
public  or  nonprofit  loan  programs. 

Credit  Unions 

Unlike  commercial  banks,  credit  unions  are  nonprofit  financial  cooperatives  owned  by  their  members. 

They  can  only  accept  savings  deposits.  They  make  a  variety  of  loans  to  their  members.  Their  lending  ac¬ 
tivities  can  include  housing,  business,  and  agriculture.  Community  development  credit  unions  (CDCUs) 
are  a  type  of  credit  union  particularly  oriented  toward  keeping  money  in  the  community.  CDCUs  often 
offer  low-interest  loans  to  projects  which  will  benefit  the  community.  There  is  a  CDCU  Federation  that 
can  provide  assistance.  Write  the  National  Federation  of  Community  Development  Credit  Unions,  29  John 
Street,  Suite  1603,  New  York  NY  10038  for  information. 
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Pros 

Cons 

•  CDCUs  are  particularly  receptive  to 

•  Loans  are  limited  to  credit  union  members. 

community  projects  which  serve  primarily 

•  Unless  the  credit  union  is  a  CDCU,  loans  are 

low-income  populations. 

typically  limited  to  consumer  and  home 

•  CDCUs  may  offer  low-interest  loans. 

mortgage  loans. 

•  The  number  of  CDCUs  is  increasing  as 

banks  shy  away  from  low-income  consumers. 

Small  Business  Administration  Loan  Programs 

There  are  several  SBA  programs  which  can  be  used  by  local  communities  as  sources  of  small  business 
finance.  These  programs  are  available  through  SBA  or  may  be  administered  through  an  authorized  or¬ 
ganization  such  as  a  state  run  financing  agency.  Check  with  your  regional  SBA  office  for  more  information. 
SBA  programs  include: 


SBA  504  Certified  Development  Company  —  This  program  secures  long-term  fixed-rate  financing  for 
land,  structures,  and  equipment 


7(A)  Bank  Loan  Guarantee  Program  —  SBA  can  guarantee  loans  for  working  capital,  land  purchases, 
business  expansion,  purchases  of  machinery,  equipment,  furniture  and  fixtures,  home  remodeling,  and 
building  construction  with  loans  for  up  to  20  years.  This  program  guarantees  85-90%  of  a  qualifying  bank 
loan  to  a  small  business.  Banks  can  then  sell  the  guaranteed  portion  of  the  loan  to  long-term  investors  in  a 
secondary  market.  This  program  is  of  particular  interest  to  local  banks. 

SBA  Direct  Loan  Program  —  Direct  loans  are  available  to  handicapped  persons,  veterans,  and  small 
businesses  turned  down  by  local  banks.  The  funds  are  very  limited  and  should  be  viewed  as  financing  of  the 
last  resort.  The  policies  governing  this  program  continue  to  change,  so  it  is  best  to  check  directly  with 
SBA. 
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Pros 

Cons 

•  Loans  can  be  made  for  working  capital,  fixed 

•  The  loan  application  to  SBA  must  be 

assets,  and  even  real  estate. 

complete.  SBA  will  not  call  you  if  more  data 

•  SBA  provides  direct  loans,  as  well  as  loan 

is  needed. 

guarantees,  aimed  at  reducing  risk  to  the 

•  You  must  meet  SBA ’s  definition  of  a  small 

primary  lender. 

business. 

•  Most  SBA  programs  operate  as  loan 
guarantee  programs  and  are  of  particular 
interest  to  banks  and  community 
development  professionals. 

Revolving  Loan  Programs 

Revolving  loan  programs  (RLFs)  are  usually  started  with  a  government  grant,  though  some  foundations 
do  fund  RLFs.  The  loans  can  be  provided  and  administered  by  a  local  government,  regional  association  of 
governments,  or  a  community  development  group.  Revolving  loan  programs  make  funds  available  for  new 
and  existing  businesses  at  relatively  low  interest  rates.  As  the  loans  are  repaid,  new  loans  are  made  to 
other  businesses.  Depending  on  the  administering  agency,  eligibility  may  require  meeting  certain  com¬ 
munity  goals  such  as  job  creation,  or  it  may  be  restricted  to  certain  types  of  business  such  as  only  new  start¬ 
up  businesses. 


Pros 

•  The  program  links  local  lenders  with 
community  development  projects. 

•  It  makes  low  interest  money  available  to 
groups  that  may  otherwise  not  be  able  to  get 
money. 

•  The  program  can  be  used  for  small  business 
start-ups,  downtown  renovation,  low-income 
housing  renovation  and  historic  preservation 
projects . 

•  Revolving  loan  funds  often  provide  improved 
loan  terms  to  the  business.  The  RLP  loan 
matches  the  cashflow  needs  of  a  business 
better  than  most  banks. 


Cons 

•  A  qualified  staff  and  sufficient  administrative 
capabilities  are  required  to  start  a  revolving 
loan  program. 

•  The  process  of  obtaining  financing  from  the 
program  may  be  lengthy,  particularly  in  the 
start-up  years  of  the  program. 

•  The  program  is  typically  intended  to  provide 
"gap"  financing  financing  not  available  from 
more  traditional  sources. 
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Equity  Financing 

Equity  finance  means  obtaining  money  in  exchange  for  providing  the  financier  a  share  of  ownership  in 
the  project  including  its  eventual  profits.  Equity  finance  can  be  an  attractive  alternative  for  organizations 
lacking  the  ability  to  pay  a  high  price  for  start-up  capital.  One  common  source  of  equity  financing  is  avail¬ 
able  through  a  venture  capital  firm.  Affiliated  with  a  bank,  corporation,  or  wealthy  individual,  these  firms 
are  looking  for  a  large  profit  in  a  high  growth  company.  Small  businesses  or  community  projects  may  do 
better  with  other  types  of  equity  financing.  Look  to  individual  capitalists,  small  venture  capital  clubs,  inves¬ 
tors  looking  for  a  good  investment,  or  states  investing  their  pension  funds. 


Pros 

Cons 

•  Equity  finance  means  you  don’t  take  on  a 

•  Because  they  are  looking  for  a  large  profit, 

debt  burden. 

venture  capital  firms  are  usually  not 

•  High  growth  companies  are  good  candidates 

interested  in  small  businesses  or  start-ups. 

for  equity  financing  particularly  venture 

•  Venture  capitalists  favor  private  projects 

capital. 

rather  than  community  projects  and  tend  to 

•  A  small  project  or  business  might  be  able  to 

fund  established  programs,  not  true 

take  advantage  of  informal  venture  capitalists 

"ventures.” 

in  the  form  of  other  local  residents. 
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Pension  Funds 


A  pension  fund  consists  of  retirement  monies  from  one  or  more  companies  that  are  typically  invested 
in  safe,  fixed-rate,  long-term  accounts.  They  represent  one  of  the  newest  sources  of  investment  capital 
available  to  communities  and  private  borrowers.  Pension  fund  managers  are  among  the  most  conservative 
capital  investors.  This  is  not  surprising,  as  they  are  accountable  for  the  working  population’s  future  retire¬ 
ment  dollars.  Pension  fund  managers  deal  with  tens  of  millions  of  dollars  and  typically  invest  in  package 
deals  which  combine  many  projects.  Pension  fund  investments  are  heavily  regulated  and  are  difficult  to 
gain  access  to. 


Pros 

•  Large  amounts  of  money  are  available. 

•  It  is  a  well-protected  ( regulated )  source. 

•  Long-term  investments  are  preferred. 


Cons 

•  Pension  fund  money  is  not  readily  accessible 
to  smaller  borrowers. 

•  There  is  less  interest  in  innovation  and 
community  reinvestment  than  in  a  secure 
predictable  investment. 

•  A  pension  fund  manager’s  first  responsibility 
is  to  make  sound  investments.  This  overrides 
any  desire  to  make  investments  that  are  in 
the  "public  interest.” 

•  Pension  funds  are  increasingly  directed 
toward  state-wide  projects.  It  is  difficult  to 
package  local  projects  into  an  attractive 
investment. 


Economic  Development  Administration  Loans 

The  Economic  Development  Administration  of  the  U.S.  Department  of  Commerce  operates  a  variety  of 
programs  designed  to  stimulate  economic  development  in  areas  of  high  unemployment  and  under¬ 
employment.  In  order  to  qualify  for  these  programs,  an  "Overall  Economic  Development  Program" 
(OEDP)  must  be  prepared  for  the  area,  outlining  an  economic  development  strategy.  Programs  available 
through  EDA  include: 

1)  Loans  and  possibly  grants  for  public  works  projects  and  facility  development. 

2)  Business  loan  and  loan  guarantee  programs  for  businesses  in  excess  of  $500,000. 

3)  Planning  and  technical  assistance. 


Pros 

Cons 

•  Once  qualification  requirements  have  been 

•  The  future  availability  of  EDA  funds  is  in 

met,  funding  is  generally  available. 

question. 

•  EDA  encourages  private  development  by 

•  The  use  of  EDA  funds  is  limited  to  areas 

providing  funds  to  guarantee  as  much  as 

with  severe  economic  problems. 

90%  of  a  loan. 
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U.S.  Department  of  Agriculture  Loans 

Farmers  Home  Administration  (FmHA)  has  two  applicable  programs:  Business  and  Industrial  Guaran¬ 
teed  Loans,  sometimes  called  the  "Big  L  Program,"  and  Community  Facility  Loans. 

The  Big  L  Program  will  provide  up  to  a  90%  loan  guarantee  for  businesses  in  cities  of  50,000  people  or 
less.  Priority  is  given  to  small  communities  and  to  loans  that  create  the  most  job  opportunities  in  relation¬ 
ship  to  the  size  of  the  loan.  Proceeds  may  be  used  for  land  acquisition,  construction,  equipment  and 
machinery  purchase,  and  start-up  expenses.  Community  facility  loans  are  available  for  public  facilities  in 
towns  with  a  population  of  less  than  20,000.  Program  funds  also  may  be  used  to  construct  or  improve  fire 
stations,  libraries,  clinics,  roads,  utilities,  etc. 


Pros 

Cons 

•  There  are  a  wide  variety  of  eligible  uses  for 

•  BigL  requires  detailed  description  of  jobs 

BigL. 

to  be  created  and  their  impact. 

•  FmHA  is  quite  active  in  the  rural  areas. 

•  You  must  prove  that  private  credit  is  un¬ 
available  and  that  without  Community 

Facility  Loans  ( CFL )  the  project  would 
not  proceed. 

•  Very  little  money  is  available  through  this 
program. 
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2.  Grants,  Donations,  and  Other  Gifts 


Foundation  Grants 

Foundations  are  private,  nonprofit  organizations  established  for  the  purposes  of  giving  grants  to  as¬ 
sist  various  social,  educational,  charitable,  religious,  or  other  active  groups  serving  the  public.  Founda¬ 
tions  are  typically  governed  by  a  board  of  trustees  or  directors  who  decide  how  foundation  funds  are  used. 


Pros 

Cons 

•  Grant  money  does  not  have  to  be  paid  back. 

•  Each  foundation  will  have  its  own  set  of 

it’s  a  gift. 

operating  procedures  which  are  important  to 

•  Grant  money  can  be  used  for  programs 

understand. 

which  serve  a  particular  population,  capital 

•  Foundations  are  typically  established  to  meet 

improvements  projects,  or  to  help  develop 

a  particular  set  of  identified  needs  within  the 

innovative  methods  to  accomplish  a  task. 

community. 

•  Foundations  look  for  projects  which  have  a 

•  The  demand  for  foundation  dollars 

lot  of  community  support,  may  be 

continues  to  increase  dramatically  as  federal 

.  particularly  creative,  or  may  solve  a  serious 

assistance  is  reduced. 

problem. 

•  Plan  on  a  long  project  development,  and 

•  Once  you  have  established  a  good 

application  process,  even  if  no  formal’  grant 

relationship  with  a  foundation,  future  grants 

application  process  exists. 

are  possible. 

•  Foundation  grants  are  typically  limited  to 
nonprofit  organizations. 
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Corporate  Grants 

Corporations  give  $2  to  $4  billion  in  grants  each  year.  The  typical  grant  size  is  in  the  several  hundred 
dollar  range,  less  than  most  foundations.  Corporations  may  prefer  to  support  a  particular  effort  rather 
than  provide  general  or  long-term  support.  They  may  sponsor  an  event  as  an  advertising  mechanism  as  op¬ 
posed  to  making  a  contribution  toward  a  project’s  operational  expenses.  Corporations  also  may  make 
such  non-cash  gifts  as  equipment,  supplies,  accounting  or  legal  assistance,  donation  of  a  truck,  use  of 
facilities  for  meetings  or  fund-raisers,  or  loan  executives  from  within  the  company.  A  number  of  the  larger 
corporations  across  the  country  have  established  separate  corporate  foundations.  Funding  is  sometimes 
available  through  both  the  corporation  as  well  as  the  corporate  foundation. 


Pros 

Cons 

•  Corporations  are  less  formal  than 

•  Many  corporations  give  only  through  a 

governments  and  foundations  and  may 

major  fundraiser  such  as  United  Way. 

provide  a  quicker  response. 

•  Most  corporate  grants  go  to  two  project 

•  It  is  possible  to  develop  an  ongoing 

categories:  education;  and  health  and 

relationship  with  a  corporation.  Many  like  to 

welfare. 

make  long-term  investments  in  a  project. 

•  Cultural,  artistic,  and  civic  projects  receive  a 

•  By  using  corporate  grants,  a  network  of 

much  smaller  percentage  of  gifts. 

influential  supporters  can  be  developed. 

•  Corporations  may  be  more  receptive  to 

programs  which  will  benefit  their  employees 
(e.g.,  free  blood  pressure  screening,  job 
training,  day  care). 

•  Risky,  or  potentially  controversial  projects  are 
less  likely  to  be  funded. 

•  Influential  supporters  within  the  company 
may  need  to  be  cultivated  to  secure  funding. 
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Donations 


Donations  are  monies  given  by  individuals  or  organizations  to  a  group  or  specific  cause.  An  individual 
can  give  to  anything  he  or  she  wishes.  For  example,  some  people  give  their  land  to  the  government  to  be¬ 
come  parkland.  Others  give  on  Sunday  to  their  church.  Still  others  give  to  the  thousand  of  causes  ranging 
from  the  Girl  Scouts  to  African  famine  victims.  There  are  no  definitive  rules  regulating  this  category  ex¬ 
cept  one  practical  consideration  with  respect  to  the  organizational  forms.  If  an  organization  has  501  (c)(3) 
status,  donors  can  deduct  the  contribution  on  their  income  taxes. 


Pros 

Cons 

•  This  is  the  oldest  type  of  fundraising  and  it  is 

•  The  ability  to  raise  a  specific  dollar  amount 

procedurally  simple. 

is  unpredictable. 

•  Donations  demonstrate  local  commitment  to 

•  There  may  be  some  donor  strings  attached. 

your  efforts. 

•  This  approach  may  involve  getting  501(c)(3) 

•  This  method  of  generating  capital  is 

federal  nonprofit  designation  before 

available  for  virtually  all  project  ideas. 

contributors  will  give  very  much  money. 

•  The  only  follow  up’  usually  required  is  a 

Thank  You  note. 

Fundraising  Activities 

Fundraising  is  an  activity  designed  to  collect  funds  for  a  specified  project  or  program.  This  often  in¬ 
cludes  such  events  as  bake  sales,  concerts,  and  sporting  events.  Proceeds  from  these  sales,  events,  and  ser¬ 
vices  are  donated  to  the  stated  project  cause.  They  can  be  very  successful  since  participants  get  something 
for  their  money. 
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Pros 

•  Events  can  be  locally  organized. 

•  This  approach  serves  as  a  marketing 
mechanism,  bringing  publicity  to  your  project. 

•  This  method  of  generating  project  funds  can 
be  used  for  virtually  any  community  project. 

•  Little  follow-up  is  reqidred  with  this 
approach. 

•  This  approach  brings  the  community  together 
to  contribute  to  a  common  purpose. 


Cons 

•  The  ability  to  raise  a  specific  or  large  amount 
of  money  is  unpredictable. 

•  The  activity  may  require  a  tremendous 
volunteer  effort  while  only  raising  a  few  funds 
after  expenses  are  paid. 

•  Planning  is  essential  no  matter  how  simple 
the  event. 

•  It  must  be  used  for  projects  which  are 
particularly  appealing  to  local  people.  For 
instance,  a  sewage  project  would  probably  be 
less  likely  to  generate  support  than  a 
community  garden  project. 


Membership  Fees/Dues 

Membership  fees  and  dues  are  collected  by  existing  organizations  such  as  service  clubs,  local  Cham¬ 
bers  of  Commerce,  or  Downtown  Business  Associations  for  the  purpose  of  operating  the  organization 
and  it’s  projects. 


Pros 

Cons 

•  Dues  can  be  used  for  all  operating  functions. 

•  The  amount  of  money  available  from 

•  No  strings  are  attached  by  external  grant 

membership  dues  is  usually  very  small. 

source. 

•  Memberships  may  not  come  until  the 

•  The  collection  of  local  dues  signifies  local 
commitment  to  selected  projects. 

organization  has  a  project  track  record. 
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Community  Development  Block  Grants 

Community  Development  Block  Grants  (CDBG)  are  available  through  the  U.S.  Department  of  Housing 
and  Urban  Development  (ILU.D.)  to  provide  decent  housing  and  a  suitable  living  environment,  and  ex¬ 
pand  economic  opportunities  for  low  and  moderate  income  citizens.  CDBG  funds  are  available  for  hous¬ 
ing  infrastructure  and  economic  development  projects  including  loans  to  business.  A  small  portion  of  the 
grant  can  be  used  to  cover  administrative  costs.  While  any  general  purpose  unit  of  government  is  eligible  to 
apply  for  CDBGs,  communities  under  50,000  people  compete  for  funds  under  the  "Small  Cities  Program." 
Larger  communities  are  "designated"  recipients.  Each  state  awards  funds  through  a  different  process,  so  it 
is  best  to  check  with  your  state  community  development  office. 


Pros 

•  Local  governments  have  fairly  wide  latitude 
in  the  use  of  the  funds. 

•  A  broad  range  of  activities  is  generally 
eligible. 

•  The  funding  can  be  used  as  a  matching  fund 
contribution  for  other  federal  programs. 

•  Grants  are  awarded  on  a  competitive  basis 
and  the  larger  the  number  of  low  and 
moderate  income  beneficiaries,  the  more 
likely  the  proposal  will  be  funded. 


Cons 

•  A  detailed  application  is  required.  This 
includes  a  three  year  community 
development  plan  that  identifies  problems, 
goals,  and  financing;  a  housing  assistance 
plan;  and  assurances  of  adequate  citizen 
participation. 

•  Funding  for  this  program  has  diminished 
and  is  highly  competitive. 


Urban  Development  Action  Grants 

The  objective  of  the  Urban  Development  Action  Grant  (UDAG)  program  is  to  help  distressed  cities, 
towns,  and  counties  revitalize  their  economic  bases  and  reclaim  deteriorated  neighborhoods.  Ad¬ 
ministered  by  Department  of  Housing  and  Urban  Development  (H.U.D.),  grants  are  given  to  revitaliza¬ 
tion  projects  that  are  not  economically  feasible  without  the  UDAG  supplement.  The  program  is  intended 
to  help  revitalize  those  areas  which  have  a  combination  of  economic  distress  characteristics:  aged  housing, 
low  per  capita  income,  high  percentage  of  poverty,  loss  of  population  and  jobs,  unemployment,  and  desig¬ 
nation  as  a  labor  surplus  area.  A  minimum  ratio  of  2.5  private  dollars  to  every  Action  Grant  dollar  is  re¬ 
quired.  Projects  should  take  no  more  than  4  years  to  complete. 
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Pros 

•  The  use  of  the  money  is  highly  flexible  as 
long  as  the  project  meets  the  objective  of 
generating  new  private  development  that 
results  in  jobs  and  tax  revenues. 

•  A  UDAG  allows  a  project  to  spend  prior  to 
getting  funds  from  private  sources  as  long  as 
the  commitments  are  documented. 

•  The  program  is  particularly  useful  in 
leveraging  private  sector  investment. 


Cons 

•  The  demand  for  UDAG  money  far  exceeds 
the  supply. 

•  The  program  only  applies  to  those  areas 
experiencing  considerable  economic  distress. 

•  UDAG  does  not  fund  speculative  ventures. 

•  Each  UDAG  dollar  must  result  in  2.5  dollars 
of  new  private  investment. 


U.S.  Department  of  Health  and  Human  Services 

The  Community  Service  Block  Grant  (CSBG)  and  discretionary  fund  programs  are  allocated  annually 
to  states  to  combat  poverty  and  improve  social  service  delivery.  States  then  distribute  the  funds  to  com¬ 
munity  agencies  based  on  the  percent  of  the  county’s  population  below  the  poverty  line.  Funds  are  used  to 
provide  such  ongoing  community  services  as  emergency  assistance,  food  distribution,  and  home  care,  and 
may  be  available  to  specific  projects  that  meet  a  local  community  objective.  The  discretionary  fund 
programs  are  separate  grant  programs  intended  to  promote  economic  self-sufficiency  through  job  crea¬ 
tion.  These  programs  focus  particularly  on  economic  self-sufficiency  for  the  elderly,  the  developmentally 
disabled,  Native  Americans,  children,  youth,  and  families. 


Pros 

Cons 

•  The  program  funds  a  broad  range  of  projects. 

•  CSBG  funds  are  allocated  on  a  formula 

•  Projects  employing  disadvantaged  workers, 

basis.  They  may  not  be  available  to  your 

weatherization  programs,  and  community 

town. 

health  care  are  well  suited  to  this  source. 
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3.  Municipal  Bonds 

A  municipal  bond  is  government  backed  debt  incurred  by  state  and  local  governments.  There  are 
many  forms  including  revenue,  general  obligation,  and  tax  increment  bonds  and  notes.  Bonds  are  typical¬ 
ly  utilized  to  fund  capital  intensive  improvements  and  facilities. 


Assessment  Bonds 

These  bonds  are  issued  for  improvements  in  a  specific  area  and  are  generally  used  for  street,  utility, 
and  parking  improvements.  They  are  repaid  through  assessment  or  tax  levied  against  property  in  the  dis¬ 
trict.  The  property,  not  the  community,  guarantees  repayment.  These  bonds  are  usually  paid  off  in  3-10 
years. 


Pros 

Cons 

•  The  bonds  are  not  subject  to  a  community’s 

•  In  most  states,  property  owners  need  to 

debt  limit. 

indicate  a  willingness  to  participate. 

•  If  planned  improvements  are  such  that 

Depending  on  your  state  laws  this  can  range 

certain  properties  will  receive  special  benefits, 

from  a  petition  to  an  election. 

assessment  bonds  are  an  appropriate 

•  You  must  demonstrate  that  property  owners 

financing  tool. 

receive  special  benefits  from  the 
improvements.  Improvements  that  provide  a 
general  community  benefit  cannot  be 
assessed  to  a  limited  number  of  property 
owners. 
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Revenue  Bonds 

These  are  bonds  which  will  be  paid  from  a  specific  revenue  such  as  sales  taxes,  user  fees,  or  property 
taxes.  The  revenues  are  pledged  to  repay  the  debt  over  a  10-40  year  repayment  schedule. 


Pros 

Cons 

•  Revenue  bonds  typically  can  be  used  to 

•  Revenue  streams  are  often  unpredictable. 

finance  any  public  improvement. 

•  A  municipal  vote  may  be  required. 

•  Revenue  bonds  can  be  issued  by  a  number  of 

different  government  units  including 

improvement  districts  and  special  districts. 

General  Obligation  Bonds 

These  bonds  require  that  the  issuing  unit  of  government  has  the  power  to  levy  taxes  and  promises  un- 
conditionally  to  pay  the  interest  and  principal.  The  bonds  should  be  used  for  projects  of  community-wide 
benefit.  The  repayment  of  these  bonds  ranges  from  10-40  years. 


Pros 

Cons 

•  General  Obligation  Bonds  can  be  used  for 

•  These  bonds  are  controlled  by  the 

any  public  improvement. 

municipality’s  debt  limit. 

•  They  remain  the  cheapest  way  for  a 

•  Municipal  participation  is  required  in  most 

community  to  borrow. 

states. 

•  General  tax  revenues  may  have  to  be  pledged 

to  riskier  projects. 
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Tax  Increment  Bonds 


These  bonds  are  issued  for  projects  which  will,  on  completion,  yield  increases  in  either  property  tax, 
sales  tax,  or  both.  The  bonds  are  repaid  out  of  this  increase.  These  bonds  are  typically  limited  to  activities 
undertaken  by  a  redevelopment  agency. 


Pros 

•  This  is  a  good  technique  for  financing 
large-scale  redevelopment  projects. 

•  The  cost  of  redevelopment  is  shared  by  all 
existing  entities  that  stand  to  benefit. 

•  If  well-designed,  it  can  eliminate  local  cash 
outlays. 


Cons 

•  This  requires  formation  of  redevelopment 
agency  (e.g.,  Urban  Renewal  Authority, 
Downtown  Development  Authority). 

•  This  may  adversely  affect  the  tax  base  of 
other  taxing  entities  (e.g.,  schools )  in  the 
short-term. 

•  Sales  taxes  are  very  volatile,  making  it 
difficult  to  predict  how  much  income  will  be 
available  to  repay  the  debt. 

•  There  is  a  risk  that  property  values  may  not 
rise  as  much  as  expected  or  that  sales  tax 
revenue  will  be  less  than  projected.  This  often 
requires  the  agency  to  refinance  the  bond  or 
seek  other  funds  to  make  up  the  shortfall. 

•  Tax  refomi  has  severely  limited  a 
government’s  ability  to  issue  these  bonds. 


Private  Activity  Bonds 

Private  Activity  Bonds  (PABs),  the  latest  term  for  "Industrial  Revenue  Bonds,"  provide  funds  to  ac¬ 
quire  property,  construct,  or  equip  manufacturing  facilities.  These  bonds  are  issued  by  a  town,  county,  or 
redevelopment  authority  and  are  made  available  to  private  developers  at  tax-exempt  interest  rates.  The 
credit  quality  of  the  bonds  relates  to  the  credit  worthiness  of  the  company,  rather  than  that  of  the 
municipality.  This  technique  is  often  used  to  entice  a  business  to  either  locate  or  expand  within  a 
municipality’s  boundaries. 


Pros 

Cons 

•  PABs  may  be  used  to  encourage  manufac- 

•  Recent  legislation  has  limited  the  amount 

turing  businesses  to  locate  or  to  expand  in 

of  PABs  which  may  be  issued  in  any  State 

your  community. 

within  a  year. 

•  The  municipality  has  no  responsibility  to 

•  Regulatory  controls  must  be  carefidly  under- 

use  its  own  funds  to  retire  PAB  debt. 

stood  by  both  the  community  and  developer. 

•  PABs  do  not  affect  the  municipality’s  debt 

•  Owners  of  businesses  which  do  not  receive 

limit. 

PABs  may  feel  slighted,  particularly  if  PABs 
are  issued  to  their  competitors. 

•  The  1986  Tax  Refomi  Act  made  it  much 
more  difficult  for  private  developers  to 
qualify  for  these  finds. 
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4.  Local  Government  Assessments  and  Revenues 


Local  Government’s  General  Fund 

A  local  government’s  general  fund  consists  of  revenue  from  sources  including  property  tax,  sales  tax, 
user  fees,  fines,  and  intergovernmental  transfers.  A  large  portion  of  local  government  activities  tap  these 
funds.  An  example  of  an  alternative  to  the  general  fund  is  a  Capital  Improvement  Fund  which  raises  local 
monies  for  specific  capital  improvement  projects. 

In  order  to  obtain  local  government  funding,  your  group  must  approach  the  town  or  county  board 
during  budget  preparation  time  (usually  during  the  fall),  ask  for  funds,  and  explain  the  need.  Once  the 
local  board  has  received  requests  from  all  local  groups  and  city  departments,  it  will  weigh  these  requests 
against  next  year’s  anticipated  revenues.  It  then  makes  decisions  about  how  to  spend  the  money.  If  your 
group  is  assigned  funding,  it  is  built  into  the  subsequent  year’s  budget. 


Pros 

Cons 

•  77 lis  is  a  fairly  simple  process. 

•  This  source  uses  local  tax  money  and  may  be 

•  The  timing  is  predictable.  If  the  money  is 

politically  unpopular. 

granted,  you  will  have  funds  for  following 

•  The  budget  process  is  one  of  setting  priorities. 

year. 

Using  local  funds  toward  one  project  usually 

•  If  secured,  there  is  a  demonstration  of  local 
commitment  to  the  project. 

•  Money  from  the  general  fund  can  be  used  to 

means  displacement  of  another  local  project. 

finance  virtually  any  local  project  that  gets 
town  board  approval.  There  are  two  primary 
limitations  to  this:  Local  government  will  be 
looking  to  fund  projects  which  are  consistent 
with  community  values  and  public  policy; 
successful  projects  will  probably  be  those 
with  broad  public  application,  freeing  the 
local  board  from  charges  of favoritism. 

Dedicated  Tax  Revenue 

Raising  a  municipal  tax  and  dedicating  it  toward  a  project  or  program  is  a  popular  method  to  fund 
special  projects.  In  some  states,  where  sales  tax  is  the  primary  source  of  local  government  revenue, 
municipalities  increase  sales  taxes  by  some  amount  (e.g.,  1/4  cent,  1/2  cent,  1  cent)  and  earmark  those 
revenues  for  use  on  a  specific  project. 
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Pros 

Cons 

•  Sales  tax  dedication  can  be  appealing 

•  This  usually  requires  a  municipal  election. 

because  visitors  to  a  town  help  contribute  to 

•  It  is  not  a  practical  method  for  smaller 

this  source  of  revenue. 

projects. 

•  A  small  sales  tax  increase  can  generate 

•  Usually,  states  limit  the  amount  of  sales  tax 

significant  income. 

which  may  be  assessed  in  any  local 
community. 

•  It  may  provide  an  incentive  for  shoppers  to 
go  to  neighboring  communities  with  lower 
sales  tax  to  buy  big  purchases. 

•  This  can  be  relatively  regressive.  That  is, 
those  who  are  least  able  to  pay,  pay 
proportionally  more  tax. 

User  Fees 

User  fees  are  an  amount  charged  to  an  individual  for  using  a  particular  service  or  facility.  Examples 
include  ice  rink  admission  fees,  trash  service  fees,  and  toll  roads.  User  fees  most  often  fund  the  operation 
of  a  service  or  facility  rather  than  start-up  or  construction  costs. 


Pros 

Cons 

•  There  is  a  direct  payment  by  those  who 

•  Fees  must  not  be  set  too  high  to  discourage 

benefit. 

the  use  of  the  service  or  facility. 

•  Those  who  do  not  use  the  service  or  facility 

•  The  revenues  are  not  available  until  the 

don ’t  pay  for  it. 

service  /facility  is  "up  and  running. " 

•  This  is  a  flexible  approach  —  fees  can  be 

•  The  revenues  are  unpredictable  and  are  likely 

adjusted  to  meet  general  expenses. 

to  fall  off  during  an  economic  slump. 

ECONOMIC  RENEWAL  PROGRAM 


PAGE  30 


ROCKY  MOUNTAIN  INSTITUTE 


FINANCING  ECONOMIC  RENEWAL 


5.  Organizational  Mechanisms 


Local  Development  Companies 

Local  Development  Companies  (LDCs)  are  nonprofit  organizations  founded  to  stimulate  economic 
development  and  commercial  rehabilitation  in  target  areas.  Aside  from  providing  debt  and  equity  financ¬ 
ing,  the  LDC  can  organize  management  seminars  and  training  programs  as  well  as  provide  technical  assis¬ 
tance  to  businesses  in  the  target  area. 

LDCs  are  designated  by  the  Small  Business  Administration  (SBA).  An  LDC  can  make  loans  to  ap¬ 
plicants  for  100%  of  the  cost  of  acquisition,  new  construction  or  rehabilitation,  and  purchase  of  capital 
equipment  for  periods  up  to  25  years  at  market  interest  rates.  Usually  an  LDC  will  finance  up  to  20%  of  a 
project’s  overall  planning  and  coordination  costs. 


Pros 

Cons 

•  LDCs  can  become  the  recipient  of  funds 

•  For  an  LDC  to  be  effective,  a  capital  pool  of 

from  a  number  of  federal  and  state  loan 

$50,000  is  recommended. 

programs. 

•  In  the  502 program,  the  applicant  must  be  the 

•  Formation  of  an  LDC  allows  smaller  busi- 

intended  owner  of  the  building. 

nesses  access  to  the  SBA  502  Program. 

•  The  processing  time  of  an  SBA  502  applica- 

•  An  LDC  can  become  a  recruiting 
mechanism  to  attract  new  businesses. 

don  is  at  least  90  days. 
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Small  Business  Investment  Companies  (SBIC’s) 


Small  Business  Investment  Companies  (SBIC’s)  are  ‘for-profit’  corporations,  licensed  by  the  U.S. 
Small  Business  Administration.  They  provide  long-term  loan  funds  and  equity  or  venture  capital  to  new 
and  growing  enterprises.  SBIC’s  are  geared  toward  new  companies  with  new  ideas  or  products  to  market. 

To  start  an  SBIC,  SB  A  requires  that  the  private  sector  put  up  initial  capital,  risk,  and  entrepreneurial 
experience  in  return  for  access  to  SB  A  loans.  To  start  an  SBIC,  organizers  must  contribute  at  least 
$150,000  of  private  capital,  or  $500,00  to  qualify  for  venture  financing  status  and  higher  loan  leveraging. 
The  program  is  primarily  used  by  venture  capitalists  who  see  the  program  as  a  means  to  leverage  their 
money. 


Pros 

•  Private  capital  can  be  highly  leveraged. 

•  Entrepreneurs  can  access  more  money. 

•  SBICs  can  invest  in  a  wide  variety  of 
business  situations,  provided  that  small 
businesses  meet  the  SBA  definition  of  a 
", small  business." 


Cons 

•  SBICs  desire  a  relatively  fast  return  on  their  in¬ 
vestment  and,  therefore,  steer  clear  of  longer- 
term  investments  like  physical  improvement 
projects. 

•  Managing  a  successfiil  SBIC  requires  a  high 
level  of  financial  expertise,  and  specific 
knowledge  of  federal  SBIC  regulations. 


Pooled  Funds 

There  are  a  few  nonprofit  organizations  across  the  country  that  pool  funds  from  foundations  and 
other  investors  to  invest  in  community  ventures.  Two  national  organizations  located  in  Washington,  D.C. 
are  the  Cooperative  Assistance  Fund  (CAF)  and  the  National  Rural  Development  and  Finance  Corpora¬ 
tion.  Both  will  invest  in  for-profit  enterprises  and  nonprofit  community  activities.  A  central  goal  of  these 
types  of  organizations  is  to  support  economic  opportunities  in  low  income  and  minority  communities.  For 
example,  the  CAF  gives  preference  to  projects  that  provide  such  services  as  affordable  housing,  health, 
food,  or  banking,  and  which  are  large  enough  to  have  a  significant  impact  on  their  community.  Both  of 
these  prototype  programs  offer  equity  investments,  loans,  and  loan  guarantees. 


Pros 

Cons 

•  This  is  private  funding  with  little 

•  Pooled  finding  programs  usually  do  not  pro- 

regulatory  paperwork. 

vide  total  financing  to  any  applicant.  For  ex- 

•  A  wide  variety  of  projects  are 

ample,  CAF  requires  a  leverage  ratio  of 

eligible. 

about  three  non-CAF  dollars  to  every  $1 

•  Several  different  fonns  of  financing 

provided. 

are  available. 

•  Most  programs  require  the  submission  of  a 

•  Smaller  foundations  like  these 

detailed  loan  plan. 

programs  since  it  enables  them  to 

•  These  programs  are  typically  financing  of  the 

invest  in  more  substantial  projects. 

last  resort.  Money  will  not  be  loaned  if  con¬ 
ventional  financing  is  available. 

•  A  small  number  of  projects  are  funded. 

•  Pooled  fund  programs  require  foundations  to 
give  up  a  degree  of  control. 

ECONOMIC  RENEWAL  PROGRAM 


PAGE  32 


ROCKY  MOUNTAIN  INSTITUTE 


FINANCING  ECONOMIC  RENEWAL 


Redevelopment  Authorities 

Most  states  have  enabling  legislation  that  allows  a  community  to  establish  an  organization  for  the  sole 
purpose  of  redeveloping  a  particular  part  of  the  community  which  is  deteriorating  or  underutilized. 

These  are  usually  called  Urban  Renewal  Authorities  or  Downtown  Development  Authorities. 


Pros 

Cons 

•  Redevelopment  authorities  are  granted  broad 

•  The  organization’s  authority  is  limited  to  a 

powers  —  the  ability  to  tax,  acquire  land  and 

delineated  district. 

collect  fees  in  most  states. 

•  Professional  staff  is  almost  always  necessary. 

•  State  enabling  legislation  spells  out  an 
organizational  structure  that  grants  these 
authorities  status  to  operate  somewhat 
autonomously  from  local  government. 
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6.  Incentives 


Enterprise  Zones 

An  enterprise  zone  is  a  designated  area  which  has  been  targeted  for  aid  because  of  high  unemploy¬ 
ment,  poverty,  or  other  forms  of  economic  distress.  Zone  status  can  provide  a  number  of  breaks  to 
developers  including  decreased  tax  liabilities,  increased  support  from  local  government,  and  the  attraction 
of  investment  and  debt  capital  for  businesses  willing  to  locate  in  the  zone. 


Pros 

Cons 

•  This  program  targets  areas  of  greatest  need. 

•  Typically  zone  designation  requires  state 

•  It  enables  target  businesses  to  avoid  certain 

enabling  legislation  and  special  local 

taxes  and  regulations. 

designation. 

•  It  requires  no  direct  government  expenditures 

•  It  may  have  the  effect  of  depressing 

although  it  does  reduce  tax  revenues. 

investment  activity  in  adjoining  areas. 

•  It  will  produce  some  government  tax  shortfall. 

•  The  designation ’s  real  value  is  dependent 
upon  the  amount  of  state  and  federal  tax 
relief. 
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Tax  Abatement  and  Exemptions 

Local  government  can  reduce  property  tax  requirements  on  a  varied  schedule  for  a  specific  number  of 
years  in  order  to  encourage  private  development  and  reinvestment  that  otherwise  may  not  be  economical¬ 
ly  viable. 


Pros 

•  Tax  abatements  are  not  too  costly  to  a 
community  relative  to  other  mechanisms  and 
may  result  in  encouraging  quality 
development. 

•  It  does  not  require  a  direct  cash  outlay  by  the 
community. 


Cons 

•  State  enabling  legislation  may  be  required. 

•  Tax  revenue  is  lost  for  a  period  of  time. 

•  The  value  of  the  tax  abatement  is  often 
insignificant  in  relation  to  the  total  project 
costs. 


Sites  and  Buildings 

Since  the  1950s,  communities  have  been  marketing  cheap  land  and  buildings  as  an  incentive  to  attract 
new  firms  to  their  communities.  The  land  or  buildings  are  offered  at  reduced  prices  or  sometimes  for  free. 
This  practice  is  best  demonstrated  by  small,  often  rural,  communities  that  set  aside  land  for  an  "industrial 
park"  to  provide  sites  to  lure  new  business. 


Pros 

•  Available  sites  and  buildings  can  be  an 
attractive  incentive  to  start-up  or  expanding 
businesses  within  your  community. 

•  The  successful  marketing  of  sites  and 
buildings,  while  not  a  top  factor  in  business 
recruitment  decisions,  can  aid  in  recruiting 
new  business. 

•  This  type  of  incentive  demonstrates  local 
commitment  to  attracting  new  business. 


Cons 

•  This  is  not  a  major  consideration  in  business 
relocation  decisions.  Labor  climate, 
infrastructure,  and  quality  of  life  are  ranked 
as  more  important  factors  by  larger 
companies. 

•  Often  community  organizations  cannot 
afford  to  make  this  type  of  incentive  available. 

•  Who  receives  sites  or  buildings  at  a  reduced 
cost  can  become  a  political  nightmare, 
raising  questions  of  favoritism  and  back 
room  deal  making. 
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Infrastructure 

The  provision  of  adequate  roads,  water  lines,  waste  systems  and  utilities  at  no  cost  or  a  reduced  cost  to 
business  is  an  important  incentive  that  affects  business  relocation  decisions  as  well  as  expansion  decisions 
of  existing  local  firms.  The  school  system  is  also  viewed  as  an  infrastructure  consideration  by  most  busi¬ 
nesses.  Unlike  sites  and  buildings,  this  is  a  responsibility  that  rests  squarely  on  the  shoulders  of  local 
government. 


Pros 

Cons 

•  The  quality  of  infrastructure  is  an  important 

•  Developing  a  quality  infrastructure  system 

factor  in  business  location  decisions. 

will  not  by  itself  result  in  a  better  economy. 

•  If  your  community  has  quality  infrastmcture 

•  Infrastmcture  improvements  are  very  costly. 

or  can  improve  your  system  at  a  relatively  low 

Many  communities  can  not  afford  to  make 

cost  to  business,  this  will  have  a  long-term 

the  level  bf  improvements  necessary  to  make 

positive  effect  on  the  local  economy. 

a  difference. 

Preservation  Incentives 

Since  1976  Congress  has  provided  tax  benefits  to  individuals  rehabilitating  historic  structures.  The 
Tax  Reform  Act  of  1986  provides  a  tax  credit  of  20%  to  income  producing  properties  that  are  listed  on  the 
National  Register  of  Historic  Places  or  that  are  certified  historic  properties  within  a  National  Register  Dis¬ 
trict.  A  10%  tax  credit  can  be  applied  to  any  renovation  expense  or  commercial  building  50  years  old  or 
more. 
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Pros 

Cons 

•  These  tax  credits  reduce  the  ultimate  cost  of 

•  Tax  credits  can  only  apply  against  income 

the  project. 

generated  from  active  real  estate  investment 

•  As  a  result  of  recent  tax  reform,  preservation 

activities. 

incentives  are  aimed  at  encouraging  specific 

•  Tax  credits  are  subject  to  the  "Passive  Activity 

development. 

Rules "  of  the  1986  Tax  Reform  Act. 

•  In  order  to  receive  the  20%  tax  credit,  both 
the  structure  and  rehabilitation  work  needs  to 
be  certified  as  meeting  established  historic 
preservation  criteria  by  the  state’s  historic 
preservation  office. 
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Selecting  Appropriate  Funding  Mechanisms 

This  section  takes  you  through  a  step-by-  step  process  to  select  appropriate  financing  tools.  Financing  a 
project  is  basically  a  matching  game.  Each  project  comes  with  a  certain  set  of  needs  and  limits.  Every 
financing  source  has  its  own  rules  and  expectations.  Although  you  may  not  find  one  perfect  match,  a  little 
background  work  can  help  you  sort  out  the  best  options  for  any  given  project.  There  are  three  steps  to  the 
selection  process: 

Step  1,  Assess  Project  Needs,  has  four  tasks: 

Task  1:  Prepare  a  budget 

Task  2:  Determine  how  the  funding  will  be  used 

Task  3:  Consider  the  project  schedule 

Task  4:  Define  responsibilities 

You  should  carefully  answer  all  the  questions  in  Step  1  as  best  you  can.  Once  you  understand  the  fund¬ 
ing  needs  of  your  project,  you’ll  move  to  Step  2. 

Step  2  will  help  you  understand  what  each  funding  source  requires  and,  more  importantly,  what  type  of 
information  you’ll  need  to  prepare  if  you  choose  to  seek  funding  from  that  source.  Step  2  is  organized 
around  the  same  six  funding  sources  presented  in  the  preceding  section.  There  are  three  tasks  to  complete 
for  Source  1:  Loans  and  Equity  Investments.  Source  2:  Grants  and  Donations,  has  two  tasks.  The  third 
source  of  funding,  Municipal  Bonds,  is  composed  of  four  tasks,  mostly  yes  or  no  questions.  There  are  two 
tasks  to  complete  for  Source  4:  Local  Government  Assessments  and  Revenues.  Source  5:  Organizational 
Mechanisms,  presents  questions  about  different  types  of  organizations  you  might  be  considering.  There 
are  three  tasks.  The  final  source  of  funding,  Source  6:  Incentives,  asks  you  to  evaluate  the  fairness  and 
benefits  of  incentives.  You  should  review  the  tasks  under  each  source. 

The  ease  with  which  you  answer  the  questions  will  quickly  determine  which  sources  you  should  consider 
for  your  project.  For  example,  the  first  question  under  Source  1:  Loans  and  Equity  Investments  is,  "How 
will  the  money  be  paid  back?"  If  there  is  no  way  the  money  will  be  paid  back  or  if  you  have  no  idea  how  to 
.  even  begin  answering  the  question,  move  on  to  another  source.  Answer  in  detail  only  those  questions  which 
fall  under  source(s)  that  seem  to  suit  your  project  best. 

The  final  step,  Step  3:  Develop  a  Funding  Strategy,  helps  you  select  the  most  appropriate  funding 
mechanisms  for  your  project.  This  six-task  step  ensures  that  the  selected  funding  sources  are  developed 
into  a  funding  strategy  that  accounts  for  local  resources.  Of  the  three  steps,  you  should  spend  the  most 
time  on  this  last  step.  The  items  covered  in  Step  3  are  often  the  most  overlooked. 
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The  Process  of  Developing  a  Funding  Strategy 


ECONOMIC  RENEWAL  PROGRAM 


PAGE  42 


ROCKY  MOUNTAIN  INSTITUTE 


To  select  the  appropriate  funding  mechanism  for  your  project,  you  need  to  first  determine  the  project 
budget.  Next  figure  out  how  the  money  will  be  used  and  at  what  point  in  the  project  the  money  will  be 
needed.  Finally,  you  need  to  determine  which  funding  options  are  suited  to  your  organization. 


Task  1:  Prepare  a  Budget 

Almost  any  funding  source  will  want  to  see  a  proposed  budget  for  the  project  and  may  request  a  two-  to 
three-year  financial  plan.  Although  the  process  of  drawing  up  a  budget  is  time-consuming,  it  is  essential. 
The  following  questions  should  be  addressed  when  developing  your  budget : 

•  How  much  money  will  the  project  require? 


•  Have  you  allocated  money  to  a  contingency  fund  to  avoid  underfunding  —  the  most  common  cause 
of  project  failure?  How  much  money  is  allocated? 


•  Is  your  budget  comprehensive?  Outline  your  preliminary  budget  below.  (Don’t  forget  to  included 
such  items  as  start-up  costs,  rent,  wages,  advertising,  consulting  fees,  unusual  materials  required  and 
interim  financing  fees.) 
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Task  #2:  Determine  How  the  Funding  Will  be  Used 

How  the  money  is  to  be  used  will  greatly  influence  which  funding  mechanism  you  choose.  Sometimes  an 
organization  is  looking  for  funding  to  undertake  a  new  venture  such  as  a  capital  improvements  program. 
Other  times  a  nonprofit  business  may  need  to  seek  financing  lo  overcome  a  project  weakness  such  as  inade¬ 
quate  equity  or  cash  flow.  Funding  mechanisms  often  can  accomplish  only  a  limited  range  of  tasks.  Make 
sure  you  understand  your  project’s  needs.  In  attempting  to  select  the  appropriate  funding  source,  ask  the 
following  questions: 


•  Who  will  benefit  from  the  project?  Will  it  be  the  community  as  a  whole  or  a  particular  area  of  the 
community,  such  as  the  downtown  area?  Is  the  funding  source  in  which  you  are  most  interested 
designed  to  benefit  a  defined  population? 


•  What  will  the  money  be  used  for?  Will  the  majority  be  used  for  project  start-up  or  for  continuing 
operation?  Will  monies  be  spent  on  construction,  on  supplies,  or  on  educational  materials? 


•  How  much  money  have  you  budgeted  to  secure  financing? _ If  you 

haven’t  budgeted  any,  how  much  money  can  you  use  out  of  your  project  budget? 

_ While  not  always  evident,  there  is  a  cost  to  securing  any  type  of  project 

finance.  You  may  find  that  the  type  of  financing  you  select  will  be  influenced  by  the  cost  to  obtain  the 
money. 
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Task  3:  Consider  the  Project  Schedule 

Selecting  an  appropriate  financing  tool  also  requires  the  consideration  of  the  project’s  schedule. 

•  How  many  months  will  it  take  for  you  to  complete  your  project  once  you  have  money  to  spend? 

•  When  will  you  need  the  funding? _ 

•  How  many  months  have  you  allocated  in  your  project  schedule  to  secure  the  funding? _ 

•  Is  the  bulk  of  the  money  needed  immediately  to  get  the  project  off  the  ground  or  for  on-going  ac¬ 
tivities? _ 

•  What’s  the  long-term  picture  for  the  project  --  when,  if  ever,  will  it  be  self-supporting? 

•  How  much  time  is  needed  to  get  the  project  to  the  point  where  you  can  spend  money? 

•  If  you  don’t  meet  the  project  schedule  what  are  the  consequences? 


Summarize  your  project  schedule  below. 


PROJECT  SCHEDULE 

Project  Planning: 

months 

Develop  Funding  Strategy;  Secure  Financing: 

months 

Project  Implementation 

months 

The  Project  Will  Take 

total  months 
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Task  4:  Define  Responsibilities 

The  structure  and  management  abilities  of  the  organization  which  will  oversee  the  project  are  important 
characteristics  to  consider  when  assessing  a  project’s  financing  needs.  The  following  questions  should  be 
considered. 

•  Are  you  willing  to  consider  a  funding  option  that  requires  a  change  in  your  organization’s  structure 
or  may  require  collaboration  with  a  particular  type  of  organization? 


For  example,  certain  Small  Business  Assistance  (SBA)  loans  must  go  through  nonprofit  development 
corporations.  Other  government  funds  may  not  be  used  by  for-profit  enterprises.  Certain  municipal  financ¬ 
ing  tools  are  only  available  to  redevelopment  agencies.  If  your  project  does  not  yet  have  a  formal  organiza¬ 
tional  structure,  you  may  wish  to  let  that  decision  be  influenced  by  your  financing  needs. 

•  Does  your  organizational  structure  prevent  you  from  using  any  financing  tools? _ 

For  example,  some  cities  can  not  receive  or  administer  money  for  small  business  loans. 

•  Will  choosing  a  financing  mechanism  pose  any  legal  problems  for  your  organization? _ 


•  What’s  your  liability,  if  any? _ 

•  Can  your  organization  handle  debt  if  a  loan  is  being  considered? _ 

•  What  sort  of  administrative  capability  does  your  organization  have? 


•  What  type  of  funds  has  your  organization  successfully  used  in  the  past? 


•  Is  your  organization  willing  to  hire  necessary  staff  to  manage  the  more  complex  funding  sources? 
_ This  is  an  important  consideration  for  federal  and  state  grants. 

•  How  much  debt  or  risk  is  the  organization  willing  to  take  on? _ 


•  Who  will  ultimately  be  liable  for  project  debts? 
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Summary  for  Step  1 


BASED  ON  THE  QUESTIONS  YOU  JUST  ANSWERED,  SUMMARIZE 
THE  FUNDING  MECHANISMS  YOU  STILL  WISH  TO  CONSIDER  AS 
WELL  AS  THOSE  THAT  WILL  NOT  WORK: 


FUNDING  MECHANISMS 

TO  CONSIDER 

FUNDING  MECHANISMS 
THAT  WILL  NOT  WORK 
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STEP  2:  Understand  the  Requirements  of  a  Funding  Source 


Each  funding  agency  views  Economic  Renewal  projects  from  a  different  perspective  and  expects  dif¬ 
ferent  outcomes.  Once  you  have  completed  this  step,  you  should  have  a  much  better  idea  about  which 
funding  sources  best  meet  the  needs  of  your  project.  The  six  basic  categories  of  funding:  Loans  and  Equity 
Investments;  Grants,  Donations  and  Other  Gifts;  Municipal  Bonds;  Local  Government  Assessments  and 
Revenues;  Organizational  Mechanisms;  and  Incentives  described  in  the  previous  section  are  examined 
from  the  perspective  of  the  people  which  administer  the  funding  source.  Once  you  have  selected  a  funding 
mechanism,  you  may  wish  to  review  this  step  again,  as  it  will  help  you  approach  the  selected  funding  agen¬ 
cy. 

P 

2 

111 


Aa/ 


"Revenues 


Grants 
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SOURCE  1:  Loans  and  Equity  Investments 

Financial  institutions  and  private  sector  investors  who  provide  money  for  economic  renewal  projects 
are  primarily  concerned  with  your  ability  to  pay  them  back  and  the  return  on  their  investment. 

Investors,  whether  its  a  bank  or  private  individual,  finance  projects  one  of  two  ways.  They  either  loan 
you  money  or  take  an  equity  position  in  your  project.  The  organization  should  weigh  carefully,  however, 
the  cost  of  giving  up  a  portion  of  its  ownership  position  and  be  certain  the  plan  is  advantageous  over  the 
long  term. 

A  natural  conservatism  governs  financial  investment  decisions.  Banks  are  obligated  to  make  respon¬ 
sible  investments  for  their  shareholders  and  depositors.  Investors  who  chose  to  take  an  equity  position 
look  for  returns  that  generate  cash  flow,  tax  benefits,  and  sales  proceeds.  If  you  are  considering  a  loan  or 
equity  financing  for  your  project  the  following  questions  will  help  you  determine  if  this  is  an  good  financing 
mechanism  for  you.  You  will  need  to  be  prepared  to  answer  these  questions  when  you  approach  a  bank  or 
an  investor. 
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Task  1.1:  Determine  Project  Risk 

•  How  will  the  money  be  paid  back? _ 

•  Can  you,  the  borrower,  demonstrate  sound  management,  a  well  thought  out  financial  plan  and  back¬ 
up  collateral? _ 

•  What  material  do  you  have  prepared? _ 


Task  1.2:  Calculate  the  Investor’s  Return 

•  What  is  the  return  on  investment? _ 

•  Is  it  a  short  or  long  term  investment? _ 

•  What  is  the  income  potential? _ 

•  Is  there  a  tax-shelter  provision? _ 

•  What  are  the  likely  future  sales  proceeds? _ 

Task  13:  Decide  on  the  Type  and  Length  of  Loan 

•  What  type  of  loan  is  being  requested? _ 

•  Does  the  bank  issue  this  type  of  loan?  (for  example  credit  unions  don’t  make  commercial  construc¬ 
tion  loans) _ 

•  How  has  the  lending  institution  fared  with  this  type  of  loan? _ 

•  What  is  the  average  length  of  the  loan? _ 

•  Does  the  financial  institution  have  the  authority  to  make  a  loan  to  your  organization? _ 

•  What  are  your  organization’s  cash  flow  needs? _ 


•  How  do  your  cash  flow  needs  match  up  with  the  bank’s  loan  terms? 
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SOURCE  2:  Grants,  Donations,  and  Other  Gifts 


While  donors  and  grant  programs  do  not  have  the  same  kind  of  financial  expectations  as  lenders  who 
want  their  money  back,  they  do  have  their  own  set  of  limitations.  By  answering  the  questions  below  you 
will  be  better  prepared  to  successfully  obtain  grants  or  donations.  You  will  find  it  helpful  to  have  a  par¬ 
ticular  granting  agency  in  mind  when  you  answer  these  questions. 


ROCKY  MOUNTAIN  INSTITUTE 


PAGE  51 


ECONOMIC  RENEWAL  PROGRAM 


Task  2.1:  Figure  out  the  Goals  of  the  Granting  Agency 

•  What  is  the  funding  organization’s  purpose? _ 

•  Does  this  result  in  funding  restrictions? _ 

•  How  do  your  organization’s  purposes  match  up  with  those  of  the  granting  agency? 

•  Does  the  granting  agency  concentrate  on  funding  certain  types  of  projects? 

_  For  example,  a  granting  agency  may  only  assist  minority  interests 

or  provide  grants  that  improve  capital  availability. 

•  Are  grants  or  donations  limited  to  certain  types  of  organizations? _ 

•  In  the  last  two  years,  what  type  of  grants  have  been  awarded  and  to  whom? 


Task  2.2:  Determine  the  Amount  of  Assistance  Available 

•  How  many  organizations  apply  for  grants  during  each  granting  cycle? _ 

•  Is  there  an  upper  limit  on  the  amount  of  funding  for  your  type  of  project? _ 

•  Will  the  granting  authority  cover  all  project  costs  or  only  a  particular  percentage? 

•  Are  you  required  to  demonstrate  the  availability  of  matching  funds  or  leverage? _ 

•  What  can  the  grant  be  used  for,  e.g.  capital  only,  operating,  or  service? _ 
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SOURCE  3:  Municipal  Bonds 


Issuing  bonds  is  a  complicated  procedure  controlled  by  your  community.  Bonds  can  only  be  issued  by 
municipal  governments.  The  needs  and  expectations  of  this  funding  source  are  established  by  the  com¬ 
munity  within  well  defined  legal  parameters.  If  you  think  a  municipal  bond  might  be  worth  considering  for 
your  project,  the  follow  tasks  will  help  you  make  that  determination. 


Task  3.1:  Determine  the  Legal  Parameters 

•  Is  an  election  required  to  issue  debt?  YES  NO 

•  Can  the  bonds  be  issued  for  the  amount  of  debt  required  to  complete  the  project?  YES  NO 

•  Is  the  amount  of  project  money  needed  within  the  debt  limits  set  by  law?  YES  NO 

•  What  will  the  effects  be  on  the  overall  debt  of  the  local  government? _ 

•  Are  you  prepared  to  issue  an  "Official  Statement"  that  contains  all  the  vital  information  that  is 
needed  to  sell  bonds  in  the  market  place?  YES  NO 

•  Are  there  any  questionable  matters  about  the  bond  issue  or  the  finances  of  the  community  that  must, 
legally,  be  disclosed?  YES  NO 
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Task  3.2:  Seek  Professional  Advice 

•  Are  you  prepared  to  retain  the  services  of  a  financial  adviser  or  investment  banker  to  structure  the 
bond?  YES  NO 

•  Have  you  identified  an  underwriter  to  sell  the  bonds?  YES  NO 

•  Have  you  selected  legal  counsel,  referred  to  as  bond  counsel,  to  determine  not  only  the  tax  status  of 
the  bond  but  to  prepare  the  necessary  papers  for  issuance?  YES  NO 

•  Financial  services  are  not  free.  Do  you  want  them  structured  into  the  cost  of  the  issuance  or  do  you 

want  to  pay  consulting  fees,  typically  at  an  hourly  rate? _ 

•  Do  you  feel  comfortable  enough  with  your  financial  advisor  that  you  can  ask  them  any  question 
without  embarrassment?  YES  NO 

Task  3.3:  Develop  a  Public  Relations  Campaign 

•  Do  you  understand  the  process  of  issuing  debt?  YES  NO 

•  Can  you  explain  the  process  to  unhappy  taxpayers  who  believe  you  are  raising  taxes?  YES  NO 

•  Have  you  planned  a  public  relations  campaign  that  will  gain  support  for  the  project  not  only  within 
the  community  but  also  with  investors?  YES  NO 

Task  3.4:  Avoid  the  Common  Pitfalls 

•  Is  your  legal  advice  adequate?  YES  NO 

•  Is  your  professional  advice  independent?  YES  NO 

•  Can  you  include  complete  and  favorable  financial  and  historical  data 
about  the  community?  YES  NO 

•  Is  the  process  convenient  to  the  investor?  YES  NO 

•  Have  you  avoided  faulty  timing  in  bringing  the  issue  to  market?  YES  NO 

•  Have  you  advertised  the  issue  properly?  YES  NO 

•  Has  the  public  relations  program  been  effective?  YES  NO 
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SOURCE  4:  Local  Government  Assessments  and  Revenues 


Units  of  government  have  the  power  to  assess  taxes  in  a  number  of  ways  to  generate  revenue.  These 
revenues  can  typically  be  earmarked  for  a  wide  range  of  public  improvements  including  the  acquisition  of 
land  or  structures  for  some  defined  public  benefit.  As  the  need  to  undertake  economic  development 
projects  becomes  more  pressing  in  many  communities,  local  governments  have  become  more  willing  to 
fund  economic  development  programs.  Potential  sources  of  revenue  include: 


Property  Tax 
Gas/Auto  Tax 
Sales  Tax 
General  Fund 
Parking  Revenues 
Surtaxes 


Business  Taxes  and 
Licenses 

Local  Income  Tax 
Real  Estate  Transfer  Tax 
Lease  Revenues 


Local  governments  are  concerned  about  the  following  items  when  they  allocate  revenue  to  an  Economic 
Renewal  project.  By  completing  the  following  two  tasks  you  will  be  better  prepared  to  address  potential 
concerns. 
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Task  4.1:  Determine  Government’s  Return  on  Investment 


•  If  community  revenues  are  allocated  to  your  economic  renewal  project,  will  the  government  benefit 

from  a  return  on  their  investment? _ 

•  Will  the  government  receive  increased  property  tax  or  sales  tax  revenue? _ 

•  Will  additional  jobs  be  generated? _ 

•  How  long  will  it  take  for  the  community  to  see  a  return  on  investment? _ 

•  Are  there  non-financial  returns  which  will  accrue  to  the  community? _ 

Task  4.2:  Assess  the  Politics 

•  Will  revenue  directed  to  economic  renewal  be  viewed  by  citizens  as  benefiting  the  entire  community 

or  just  a  certain  sector  of  the  population? _ 

•  If  money  is  spent  on  one  project,  will  other  worthy  projects  lose  out? _ 

•  Other  concerns: 
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SOURCE  5:  Organizational  Mechanisms 

There  are  a  number  of  organizational  mechanisms  that  can  stimulate  a  community’s  economic  develop¬ 
ment.  The  most  widely  used  are:  local  development  corporations,  corporations  that  provide  equity  financ¬ 
ing,  particularily  venture  capitalists  and  redevelopment  authorities.  Each  one  of  these  mechanisms 
requires  knowledgeable  staff  assistance  to  be  effective. 


Task  5.1:  Evavaulate  the  Need  for  a  Local  Development  Corporation 
(LDC) 

•  Do  local  banks  resist  making  loans  to  small  community  businesses? _ 

•  Would  the  creation  of  an  LDC  correct  this  problem?  _ _ 

•  Are  your  local  businesses  requesting  debt  and  equity  financing? _ 

•  LDCs  often  provide  management  assistance  in  addition  to  making  loams.  Would  local  businesses  at¬ 
tend  and  benefit  from  management  and  training  seminars? _ 


Task  5.2:  Determine  if  Local  Businesses  Need  Equity  Financing 

Equity  financing,  providing  loans  in  exchange  for  a  share  of  a  business,  is  often  sought  by  new  or  expand¬ 
ing  business.  Venture  capital  firms,  in  particular  Small  Business  Investment  Companies  which  can  access 
SBA  funds,  are  a  good  source  for  this  type  of  lending.  A  survey  of  local  businesses  will  help  you  determine 
the  need  to  encourage  or  access  equity  financing  firms. 

•  Do  small  businesses  require  longer-term  loans  and  venture  capital? _ 

•  Are  there  a  number  of  growth-oriented  companies  that  might  substantially  benefit  from  working  with 

a  venture  capitalist? _ 

•  Are  local  companies  willing  to  give  up  a  portion  of  the  company’s  ownership  and  eventual  profits? 


Task  5.3:  Determine  the  Need  for  a  Redevelopment  Authority 

•  Do  you  have  an  older  commercial  district  or  downtown  that  is  deteriorating? _ 

Redevelopment  authorities  were  developed  to  assist  these  areas. 

•  Is  an  important  community  goal  to  halt  and  prevent  the  decline  of  a  once  vibrant  area  of  your  town? 


•  Are  you  interested  in  establishing  a  redevelopment  authority  with  its  broad  statutory  authority,  in¬ 
cluding  the  ability  to  tax,  acquire  land,  and  collect  fees? _ 


Task  5.4:  Investigate  Other  Organizational  Mechanisms 

•  Are  there  other  organizational  mechanisms  that  might  work  for  your  project?  List  possibilities  below. 


•  What  are  the  strengths  of  these  organizations? 


•  What  are  their  weaknesses? 
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SOURCE  6:  Incentives 


Incentives  provide  another  type  of  funding  which  can  be  controlled  by  community  officials. 

Tax  incentives,  such  as  enterprise  zones  and  tax  abatement  programs,  encourage  economic  develop¬ 
ment  at  the  federal,  state,  and  local  level.  Other  types  of  incentives  such  as  reducing  land  costs,  utility  ex¬ 
tensions,  and  employee  training  programs  are  offered  by  state  and  local  governments  to  lure  new  business 
into  their  jurisdiction.  Incentives  can  often  be  very  controversial.  Many  communities  have  learned  that 
such  controversy  can  be  minimized  if  ground  rules  are  established  in  advance.  If  you  plan  to  offer  incen¬ 
tives  complete  the  following  tasks. 
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Task  6.1:  Determine  if  the  Incentives  are  Equitable 

•  To  whom  will  the  incentives  be  offered? _ 

•  Will  incentives  only  be  available  to  new  businesses  moving  into  the  community  or  will  incentives  be 

available  to  established  local  businesses  wishing  to  expand? _ 

•  Who  benefits  from  the  incentives  and  who  pays? _ 

•  Will  government  be  the  only  organization  offering  incentives  or  will  other  businesses  and  individuals 

provide  incentives? _ 

•  What  actions  will  you  take  if  you  provide  incentives  to  a  relocating  business  that  promises  so  many 

jobs  and  the  company  moves  within  a  year? _ 


Task  6.2:  Evaluate  the  Costs  vs.  the  Benefits 

•  If  incentives  are  provided  to  the  private  sector  to  encourage  an  economic  renewal  activity,  how  long 
will  it  be  before  the  benefits  outweigh  the  costs? _ For  ex¬ 

ample,  if  your  community  offers  a  development  parcel  worth  one  million  dollars  to  a  national  dis¬ 
count  store,  how  many  years  does  that  store  need  to  be  in  business  and  how  much  sales  tax  revenue 
has  to  be  collected  for  the  incentive  to  make  sense?  If  you  provide  incentives  to  lure  a  new  manufac¬ 
turing  facility  to  your  town,  what  happens  if  it  leaves  within  two  years? _ 


•  Have  you  provided  too  much  of  an  economic  incentive?  Would  the  activity  occur  without  the  incen¬ 
tive? _ 

•  Do  you  understand  your  community’s  hidden  incentives?  These  are  often  more  important  than 
financial  incentives.  List  them  (location,  amenities,  unique  parcel  of  land,  diverse  labor  pool): 


•  Are  you  attempting  to  outbid  your  neighbor  in  developing  an  incentives  package? _ This  is 

expensive  and  often  does  not  result  in  long  term  success.  Again,  consider  why  you  are  unique.  List 
assets  that  are  unique  to  your  community  and  not  offered  by  other  nearby  communities: 

1) _ 

2) _ 

3)  _ 

4)  _ 

5)  _ 


ECONOMIC  RENEWAL  PROGRAM 


PAGE  60 


ROCKY  MOUNTAIN  INSTITUTE 


FINANCING  ECONOMIC  RENEWAL 


Summary  for  Step  2 


HAVING  COMPLETED  STEP  #  2;  INDICATE  WHICH  OF  THE  SIX 
CATEGORIES  OF  FUNDING  WILL  WORK  FOR  YOUR  PROJECT. 


SUMMARIZE  THE  POSITIVE  FEATURES  OF  EACH  CATEGORY  STILL 
UNDER  CONSIDERATION: 
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STEP  3:  Develop  A  Funding  Strategy 


Once  you  have  an  idea  of  your  project’s  needs  and  the  requirements  of  each  funding  option,  you  can 
begin  the  matching  process.  There  are  no  hard  and  fast  rules.  Each  project  is  unique.  The  following  six 
tasks  will  help  you  select  the  most  appropriate  funding  mechanisms  for  your  project. 
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Task  1:  Start  With  Local  Resources 


Local  resources  have  several  advantages  over  outside  infusions  of  cash.  Some  advantages  of  using  local 
resources  are: 


•  Members  of  the  community  are  likely  to  share  the  project  organizers’  goals,  making  them  more  sym¬ 
pathetic  to  funding  requests  than  outside  sources. 

•  Using  local  resources  does  not  exclude  the  possibility  of  tapping  other  funding  sources. 

•  A  demonstrated  commitment  by  a  community  to  invest  in  itself  will  help  secure  other  funds. 

•  A  project  with  visible  results  in  the  community  will  help  sustain  the  spirit  of  renewal,  thus  maintain¬ 
ing  town  interest  in  your  project. 

•  Local  contributions  may  be  obtained  more  quickly  than  outside  funding,  particularly  for  small 
projects. 
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Task  2:  Build  on  Organizational  Strengths 

Any  group  implementing  a  project  has  certain  strengths.  The  group  may  have  individual  members  with 
grant-writing  skills  or  experience  running  fundraising  events.  A  member  might  have  a  proven  ability  to 
develop  small  business  plans.  Make  a  list  of  your  organization’s  resources  under  these  categories:  capital, 
skills,  and  contacts.  The  questions  below  will  assist  in  developing  your  organizations  resource  list.  Use  this 
resource  list  to  develop  a  funding  strategy  that  builds  on  your  organization’s  strengths. 

Capital 

•  What  equipment  and  facilities  do  you  own  or  control? _ 

•  Is  there  underutilized  land  or  buildings  that  might  be  included  as  a  part  of  your  economic  renewal 

project? _ 

Skills 

•  What  are  the  particular  talents  of  the  organization’s  staff  and  board  of  directors? 


•  Are  other  individuals  with  particular  skills  available  to  assist? _ 

•  Have  you  considered  an  executive  loan  program? _ Certain  businesses  may  "loan"  their  ex¬ 

ecutives  to  particular  community  projects  for  a  specified  period  of  time.  What  companies  can  you 
approach? _ 

Contacts 

•  What  is  your  relationship  with  elected  officials? _ 

•  What  type  of  business  leadership  is  in  place? _ 

•  What  is  your  relationship  with  the  local  business  leadership? _ 

•  Who  do  you  know  in  government? _ 

•  Do  you  have  any  financial  contacts? _ 

•  What  type  of  relationship  does  your  organization  have  with  the  banking  community? _ 


LIST  YOUR  CONTACTS: 

NAME  ORGANIZATION  ADDRESS/TELEPHONE 
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Task  3:  Consider  Non-financial  Contributions 


Go  back  to  your  budget.  What  non-financial  items  could  be  donated  directly?  Can  the  project  save 
money  by  plugging  its  own  leaks,  such  as  insulating  its  building  to  cut  heating  costs?  Do  you  have  access  to 
other  resources?  A  community  solar  greenhouse  in  Cheyenne,  Wyoming,  used  the  volunteer  labor  of  elder¬ 
ly,  low-income,  and  handicapped  citizens,  in  return  for  providing  the  volunteers  with  fresh  produce.  Non- 
financial  contributions  can  often  be  considered  a  matching  source  of  funds  for  particular  grants. 
Non-financial  contributions  can  include: 


Volunteer  Labor 

•  Do  you  have  a  record  of  the  hours  volunteered? _ 

•  Can  it  be  documented? _ 

Services  and  Facilities 

•  Can  the  public  or  private  sector  donate  needed  facilities  or  services?  For  example  is  the  public  agen¬ 

cy  in  your  project’s  jurisdiction  willing  to  contribute  all  or  a  portion  of  the  cost  of  extending  utilities 
to  a  new  business? _ 

•  Can  a  local  business  donate  secretarial  support,  use  of  a  telephone  or  photocopying  assistance? 


LIST  THE  SERVICES  AND  FACILITIES  THAT  MIGHT  BE  AVAILABLE  TO 
YOUR  PROJECT: 


Management  Assistance 

•  Are  there  local  corporations  or  financial  institutions  that  will  donate  special  expertise  in  such  areas 

as  financial  management,  insurance,  or  accounting? _ 

•  Have  you  contacted  your  state  government  to  see  what  assistance  it  might  provide? _ 

Start  with  the  state  agency  that  handles  community  development  programs. 

•  Have  you  contacted  your  local  college  or  state  university  to  see  what  assistance  they  can  provide? 
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Task  4:  Look  at  Ways  to  Combine  Funding  Sources 


Anticipate  that  you’ll  need  more  than  one  source  of  funding.  It’s  rare  for  a  single  grant  or  loan  to  cover 
all  of  a  project’s  costs,  especially  if  it’s  a  long-term  activity.  Get  a  broad  base  of  support  without  wearing 
out  project  organizers!  Consider  mechanisms  that  will  broaden  the  support  base  such  as  public-private 
partnerships  and  ways  to  make  your  money  go  farther. 


Public-private  partnerships 

•  Partnerships  can  help  broaden  the  support  base.  For  example  business  can  supply  project  funds  if 
government  can  administer  the  project.  List  potential  project  partners  you  might  want  to  approach. 


•  What  can  the  public  sector  provide  at  little  or  no  cost  to  the  project? 


•  What  can  the  private  sector  provide? 


Leverage 

•  Use  leveraging  as  a  bargaining  tool  when  approaching  potential  donors:  "If  you’ll  provide  X  amount, 
we’ll  match  that,"  or  "ZZZ  Company  has  agreed  to  match  every  dollar  we  raise,  so  your  contribution 
is  worth  double  its  cash  value."  Which  funding  sources  do  you  think  might  be  most  interested  in  a 
"leveraged"  approach? 


•  Whenever  you  get  a  Fmancial  commitment,  make  that  money  work  to  attract  more  funding.  List  any 
funding  commitments  or  non-financial  contributions  that  you  have  gotten  to  date. 


Remember  to  use  this  list  when  approaching  potential  project  supporters. 
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Task  5:  Connect  with  Other  Community  Projects 

Perhaps  your  project  and  other  projects  have  similar  needs.  Perhaps  you  are  competing  for  the  same 
dollars.  If  so,  determine  whether  you  can  strengthen  your  case  or  cut  your  costs  by  working  together.  For 
example,  does  more  than  one  venture  need  a  start-up  office?  Maybe  the  community  could  use  a  business 
incubator  which  provides  space  and  support  services  for  growing  businesses. 

•  Does  the  project  you  are  considering  suggest  a  combined  effort  with  another  community 

group? _ For  example,  an  effort  to  provide  financing  for  expanding  businesses 

might  use  a  funding  mechanism  such  as  a  revolving  loan  fund.  This  tool  might  also  work  to  finance 
the  renovation  of  key  downtown  properties  a  goal  of  another  community  organization. 

•  Consider  getting  together  for  fund  raising  events,  or  sharing  the  resources  you  already  have,  such  as 
mailing  lists  or  office  space.  List  events  or  resources  that  might  be  shared. 


•  Good  communication  with  other  local  projects  also  means  you’re  less  likely  to  duplicate  efforts. 
What  steps  can  you  take  to  communicate  with  other  organizations? 
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Task  6:  Stay  in  Touch  with  the  Community 

Maintain  good  lines  of  communication  with  the  entire  community  to  ensure  your  project’s  continued 
support.  Your  success  in  soliciting  local  funds,  developing  public/private  partnerships,  and  networking 
with  other  projects,  will  depend  on  how  well  your  project  is  meeting  community  needs.  Make  sure  you  stay 
in  touch  with  all  the  different  community  interests. 


•  Is  your  project  meeting  its  expectations? _ 

•  Is  the  project  compatible  with  community  goals? _ 

•  What  kinds  of  activities  have  you  planned  to  ensure  continued  project  support? 


•  If  opposition  has  surfaced  are  you  ignoring  it  or  dealing  with  it  constructively? 

•  What  steps  have  you  taken  to  deal  with  opposition? 
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Summary  for  Step  3 


SUMMARIZE  THE  FUNDING  SOURCES  YOU  WILL  PURSUE. 


WHAT  ADDITIONAL  COMMUNITY  RESOURCES  WILL  YOU  USE  IN  YOUR 
EFFORTS? 
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CONCLUDING  REMARKS 


Having  completed  the  3-step  process  to  select  an  appropriate  funding  mechanism,  you  will  want  to  pull 
your  answers  together  to  form  a  financing  strategy.  You  may  find  it  helpful  to  review  the  10  principles  of 
financing  presented  in  Section  A.  At  minimum,  your  funding  strategy  should  include: 

1)  An  indication  of  which  funding  mechanisms  will  be  used  for  each  project 
component 

2)  Who  will  be  responsible  for  pursuing,  developing,  and  administering  the 
project  finances 

3)  A  financing  schedule  that  spells  out  when  you  will  approach  the  funding 
agency,  when  money  can  be  expected  if  your  efforts  are  successful,  and  when  the 
money  will  be  spent 

4)  A  contingency  plan 

5)  What  non-financial  resources  will  be  necessary  to  successful  acquire  funding 
and  administer  the  money  you  will  receive 

The  Economic  Renewal  Casebooks  and  Workbooks  provide  another  resource  if  you  feel  you  need  addi¬ 
tional  examples  of  how  funding  mechanisms  have  been  used  to  complete  a  wide  variety  of  projects. 
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Talk  Back  to  This  Book! 


This  publication  offers  you  the  benefits  of  the  experiences  of  people  who  have  worked  to  improve  their  local 
economy.  In  turn,  your  experiences  can  help  others. 

We  want  to  learn  from  you.  Please  complete  this  page,  carefully  cut  it  out,  and  mail  it  to  Rocky  Mountain  Institute, 
1739  Snowmass  Creek  Road,  Snowmass  CO  81654.  Your  comments  and  ideas  will  help  us  increase  the  effectiveness  of 
the  Economic  Renewal  Program.  If  you  want  to  tell  us  more  than  space  allows,  please  use  more  paper. 

Are  you  a 

_ community  volunteer? 

_ local  government  staff  member? 

_ employee  of  a  local  business  organization? 

_ local  elected  official? 

_ economic  development  professional? 

_ state  or  federal  government  employee? 

_ other _ 

Are  you  using  this  book 

_ on  your  own? 

_ to  help  with  committee  work? 

_ as  part  of  a  community  effort? 

_ as  part  of  a  state  or  federal  program? 

_ other _ 

How  would  you  rate  this  book? 

_ very  useful 

_ moderately  useful 

_ not  useful 

What  effect  did  this  book  have?  For  instance,  did  it  help  you  get  people  thinking  more  carefully  about  economic 
development?  Did  it  give  you  ideas  or  lead  to  an  economic  development  project? 


Would  it  be  appropriate  for  a  Rocky  Mountain  Institute  researcher  to  call  you  about  your  experiences? 
_ no 

_ yes,  at  this  number  ( _ ) _ 

Would  you  like  more  information  about  the  Economic  Renewal  Program? _ 

Name 


Address 


